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The Cost of Publishing Your Daily 
Newspaper 


By W. McCURDY, 
Tribune Newspaper Co., Ltd., Winnipeg. 


(Before Winnipeg Chapter, October 20, 1931.) 


ENTLEMEN, I assure you that I very greatly appreciate the 

honor of being invited to address you this evening. I am always 
flattered and delighted when I am invited to address anybody, any- 
where, under any circumstances, but I feel particularly flattered and 
delighted at the invitation to address a body of such recognized ex- 
perts as the cost accountants of Winnipeg. 

From the days of my earliest childhood I have always been un- 
usually interested in everything which was surrounded with an 
atmosphere of mystery, and ever since I first heard of cost accounting 
I have been very much intrigued in respect to its implications and in 
regard to the inner mental processes of the gentlemen who flourish in 
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that connection. As the years have gone by I have met some of them 
personally, and outwardly they did not appear to differ in any marked 
degree from the average run of their fellowmen, but I have always 
had the idea in repect to the aforesaid inner mental processes that 
they were a class apart; that their minds were a sort of mental holy- 
of-holies of which the ordinary man has no comprehension and with 
which he is unworthy of intimate contacts. Consequently you can 
readily understand that I approach this task of speaking to you with 
a degree of trepidation which I have never heretofore experienced. 


My own idea of what cost accounting means, and I may be en- 
tirely off the track, is that it applies particularly to institutions which 
have a variety of products of different kinds where it is not only de- 
sirable but necessary to ascertain the exact cost per unit of each 
individual product after charging it not only with the actual cost of 
its own product but also levying on it its fair proportion of overhead 
and other fixed expenses. I would think that the job printing business, 
of which I have some slight knowledge, might be a good example. 
Nearly every job differs in one or more respects from any other job 
which has previously been produced, and consequently it is necessary 
that there should be a system by which the approximate cost can be 
determined in advance so that a quotation can be made on a profitable 
basis. 
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The General Conditions 
The newspaper business, however, probably differs from every 
other business in the world in the fact that the selling price of the 
product is fixed, largely by competitive conditions and other considera- 
tions, and bears only a remote relationship to the actual cost of pro- 
duction. The newpaper, as undoubtedly all of you are aware, has only 
two products for sale, first, the newspaper itself, and second, advertis- 
ing space in its columns. Subscription prices as I have indicated, 
depend entirely on competitive conditions. It is very rarely that any 
newspaper, however high its quality, can charge a higher price than 
its competitors in the same field, and succeed. Consequently for all 
practical purposes subscription prices may be considered as something 
entirely beyond the control of the individual publisher. In any event 
the immediate cost of production is not a factor in their fixation. 
Therefore, in order to arrive at the cost of advertising space we take 
the total cost of producing the newspaper, deduct from that the circu- 
lation revenue, divide the remainder by the number of agate lines (an 
agate line is space one column wide and one-fourteenth of an inch 
deep) we carry and the quotient gives us the cost of producing an 
agate line of advertising. Unfortunately, having arrived at the cost 
of an agate line of advertising, it does not follow that we can make a 
charge based on such cost figures. Advertising rates are governed to 
some extent by business conditions in the field in which we operate. 
They are governed to some extent by the rates charged by our com- 
petitors. In the department of general or national advertising, that 
is, the advertising of branded or trademarked goods sold all over the 
country, our rates can not be seriously out of line with the rates 
charged by daily newspapers generally. 
Advertising Rates 
The procedure involved in a change of advertising rate is too in- 
volved and complicated to be discussed here, but it usually takes from 
15 to 18 months from the date on which a new advertising rate is 
anncunced until it becomes completely effective and its full benefit re- 
ceived. Then, too, you can readily see from our basis of figuring ad- 
vertising rates, that a sharp slump in volume will immediately react 
in a substantial increase in advertising costs. Naturally slumps in 
advertising come when general business conditions are bad and you 
can readily understand that it would be little short of commercial 
suicide to attempt an increase in advertising rates at such a time. 
Consequently in self protection, we are forced by what would appear 
on the surface to be somewhat illogical, that if we are to prepare for 
periods of depression by getting our advertising rates on a sound and 
orofitable basis, we must effect our increases during periods of pros- 
perity when the volume of advertising is at its peak and the cost of 
advertising is at a fairly low figure. All of which, I imagine, sounds 
like apparent business heresy to you exact-minded gentlemen. But 
out of ail this you can see that when periods of adversity arrive, the 
volume of business declines and lineage costs begin to mount, we are 
entirely helpless as far as increasing the selling price of our product 
is concerned, and we must save ourselves as best we can by careful 
scrutiny of production costs with a view to effecting whatever savings 
nay be possible under the circumstances. At once a newspaper pub- 
lisher becomes subjected to a very great temptation. 
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Main Items of Cost 

A little later on I shall go more fully into the details of newspaper 
costs, but suffice it for the moment to say that two of the largest items 
of expense are newsprint paper and wages. Between them they con- 
stitute about sixty per cent. of the entire cost of newspaper product- 
tion. Out of the item of wages about twenty-five per cent. goes to 
the printers who set up the material in the newspaper. Altogether 
nearly thirty per cent. of the total cost of production is made up of 
printers wages and newsprint paper. Both these items vary directly 
with the size of the newspaper. Consequently the simplest and most 
obvious way of effecting an immediate saving in times of depression is 
to reduce the number of columns of reading matter in the newspaper, 
which, of course, in our opinion means reducing the quality of our 
product. All of you may not agree with me in this, and some of you 
may take the position that the less reading matter there is in the 
paper the better, but unfortunately we have not yet been able to 
reconcile our consciences with that point of view. Nevertheless, the 
fact remains that whenever there is the slightest falling-off in busi- 
ness, this particular little devil is always on the job suggesting what 
after all is the only possible way in which any substantial reduction 
in our operating costs can be effected. 

I would like at this point to say the neither The Tribune nor the 
Free Press has come to this particular form of temptation at this time. 
I think I am correct in saying that both newspapers are carrying more 
columns of reading matter and are producing what they consider 
better newspapers than they did in the boom period of 1928, and the 
earlier months of 1929. Furthermore, staffs have not been decreased, 
and up to the present at least there have been no reductions in wages 
or salaries. I am assuming that you gentlemen are not given to 
bursting spontaneously into song, otherwise I would have hesitated to 
make this statement for fear someone would immediately start up 
“Give Yourself a Pat on the Back”. 

It is, however, possible by a careful scrutiny of the 101 odd items 
of expense, to effect certain economies and consequently the last year 
has been a period of a serious examination of expenses by newspapers 
all over the continent. : 

How Policies Vary 

I have already pointed out that newspapers have only two sources 
of revenue: subscriptions and advertising. This is true weherever 
newspapers are published. Nevertheless, in different fields there is a 
great diversity in respect to the extent to which newspaper publishers 
rely upon one or the other for their total revenue. Generally speaking 
there are three distinct and separate schools of thought in respect to 
newspaper management. In one, subscription rates are maintained at 
a relatively high level; circulation is thereby confined to readers who 
value the paper, buy only one copy a day, and advertising rates are 
relatively low and consequently attractive. In other fields exactly the 
opposite is true. With subscription rates nominal only several editions 
of the same paper are frequently sold to a single reader and the news- 
paper must depend largely on its advertisers for the necessary rev- 
enue. Between these limits there are many other papers which charge 
a moderate subscription rate and also substantial advertising rates. 
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In Winnipeg the policy for many years has been to charge a 
relatively high subscription rate, the justification being that while 
these rates are higher than in many cities nevertheless the fact re- 
mains that, having regard to the enormous expenditures involved in 
the way of expensive news services, highly skilled special writers, and 
costly mechanical production, there is no commodity which enters the 
home at such a small relative cost as the daily newspaper. Under such 
circumstances circulations are relatively small, but the advertiser has 
the satisfaction of knowing that most subscribers are potential pur- 
chasers of goods which he is offering for sale. It is obvious, I believe, 
that newspapers established on this basis are in a better position to 
withstand a siege of what is known as hard times than those organized 
and conducted on any other basis. Consequently, while, as I have 
pointed out, in Winnipeg there has been no decrease in staff and no 
reduction in wages or salaries, this has not been the case with news- 
papers published in many sections of the North American continent 
where there have been drastic reduction in news colums, in personnel 
and in wages and salaries. 

Analyzing the Expenses 

You may perhaps be interested, however, in knowing some of the 
guide posts, or land marks, or whatever you may choose to call them, 
which we use in watching newspaper expenses. I have already alluded 
to the simple method of decreasing costs by reducing the number of 
news columns which appear in the newspaper from day to day. News- 
papers in various cities have different methods of fixing the number 
of news columns in the paper. In a great many cities it is the practice 
to devote the news a fixed percentage of advertising columns for each 
day. This practice, however, does not prevail in Winnipeg, and person- 
ally, I very much prefer the plan which we use here. Our policy is to 
figure out the number of columns which are actually necessary to give 
to the people of Winnipeg the sort of paper to which we feel they are 
entitled, always having regard, of course, to the total revenue at our 
disposal, and this quantity of news is provided on a monthly basis 
entirely independent of the daily advertising lineage which we publish. 
The advantages of this system seem obvious. Monday papers, as a 
rule, carry a relatively light volume of advertising. Nevertheless the 
Monday budget of news is nearly always unusually heavy. Thursday 
and Friday papers, as a rule, carry a heavy volume of advertising, yet 
the budget of news may be relatively light. Te me it seems absurd 
that Monday’s news should be curtailed because the volume of adver- 
tising is small and that Thursday’s and Friday’s news should be unduly 
expanded because we carry a heavy volume of advertising. Once 
having fixed the amount of space which we feel can be devoted to news 
on a monthly basis, our news columns must be carefully watched to 
make sure that the maximum volume provided is not exceeded. No 
matter what system is adopted there is one problem which is always 
present and one which perhaps is not apparent to the average reader. 
Newspapers must be decreased or expanded by at least two pages or 
sixteen columns. It is obviously impossible to add or decrease one 
page. Conseouently it is impossible to avoid occasionally having what 
we call “loose” papers or “tight” papers. In other words, in order to 
keep within the bounds of whatever maximum we fix it is necessary on 
occasions to publish newspapers which contain less than the normal 
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amount of news due to the fact that the news of the day does not 
warrant adding two additional pages. Occasionally too, receipt of 
substantial advertising after the size of the paper has been fixed 
demands a substantial reduction in the amount of reading matter 
originally planned. 

These are just side lights on the problem of fixing the size of the 
paper which is a daily one and is always with us. 

As I have already pointed out, one of our most expensive depart- 
ments is our composing room where the reading matter and advertising 
is set, assembled and prepared for production in the newspaper. Many 
very elaborate plans for checking composing room expenses are in 
force in various cities. We, however, depend on a very simple one 
which may not be perfect, but which we have found to be a reasonably 
adequate answer to our requirements, and that is the composing room 
cost per page for each month. These figures are worked out in various 
ways: for example, we have our composing room minutes per column 
and our composing room cost per column. The composing room cost 
per column forms an adequate basis of comparison from month to 
month, and year to year, provided wages remain unchanged. In 
normal times, however, wages do vary from time to time, and this 
yard stick is distorted in that way. Consequently, for purposes of 
comparison over a long period of years the most accurate yard stick is 
the composing room minutes per column, which, of course, is not 
affected by increases or decreases in wages. 

Then we also check our editorial cost per column. This is a very 
valuable index of expenditures in the editorial department, but is fre- 
quently upset by special circumstances such as general elections and 
other emergencies which necessitate extraordinary expenditures. 

Newsprint paper is a commodity which as I have pointed out, 
enters very largely into our expenditures. This is an item which re- 
quires very careful watching and offers an opportunity for real saving. 
It, perhaps, has not occurred to you that considerable newsprint waste 
is entailed in the production of a newspaper. This starts with news- 
print damaged in transit and follows on through white newsprint 
damaged before printing through waste as a result of careless hand- 
ling of our presses, and printing waste due to ink being improperly 
set at the beginning of a run, etc. Then, too, we must carefully gauge 
the demand each day in the way of street sales, dealer sales, ete., so 
that the number of papers left over shall be as small as possible. We 
must watch too, that the paper supplied by the mill does not exceed 
contract weight. You will readily understand that a small percentage 
of excess weight will run into very substantial figures each month. 
We check this in two ways, first, by weighing individual sheets of 
paper from time to time, and secondly by making monthly comparison 
of the actual weight of paper consumed in printing our total monthly 
production of papers as compared with the actual quantity which 
would have been required had the contract weight been rigidly adhered 
to by the mill. 

Analyzing the Revenues 

We also watch carefully our revenue per line of advertising. 
Newspaper advertising is divided into three classifications: retail or 
local advertising, general or national advertising, and classified or 
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want advertising. Different rates prevail for each of these three 
classifications and naturally the earned rate per line in each case 
varies from month to month according to the low or high priced ad- 
vertising we carry in each case. Nevertheless, any sharp variation in 
the average rate earned per line in each of these classifications is 
sharply scrutinized. 

I dare say that any suggestion of psychology in business is out of 
place to talk addressed to such an exact-minded body of men as the 
cost accountants of Winnipeg. Nevertheless, I would like to say a 
word at this time in respect to what is known as the quota system. 
No doubt most of you are familiar with the system by which increas- 
ingly large sale quotas are set from year to year, and any failure to 
reach this figure is regarded with gloom and despondency and a sense 
of failure. I read an article a short time ago in the Saturday Evening 
Post by a well-known writer on business topics in which he largely at- 
tributed the present condition of business in the United States, and 
the same thing would apply to some extent in Canada, to this system 
of annually increased quotas whereby the morale of tried and success- 
ful salesmen was broken down through their failure to achieve quotas 
which were obviously impossible to anyone who had any regard for 
prevailing business conditions. Nevertheless I may tell you, that for 
the current year we have been operating on the quota system, but our 
quotas are based on a blind and foolhardy system of arbitrary in- 
creases, but on the basis of what might reasonably be expected to be 
achieved under existing conditions. And, I may also tell you that for 
every month of the year to date we have been able to substantially 
exceed the quota which has been set. I have been told that this is bad 
psychology; that it would be better for us to fail in attempting to 
reach a high objective than to succed in surpassing an objective 
which was not up to the mark of the last two or three years, and one 
that appealed to us as being fair and reasonable under the circum- 
stances. I am of the opinion, however, that we are phsychologically on 
sound ground and that our sales organization has received more 
impetus and inspiration in their success than they would have from 
their failure under different circumstances. 

I do not think that there is anything I can add to what I have 
already said. I have endeavored to give you as far as possible a 
picture of the operation of a newspaper as we see it from the inside. 
As I said at the outset, a newspaper is probably not an ideal subject 
for the operations of the cost accountant. It is a peculiar business 
with peculiar problems; but I would like to assure you again that it 
has been a great pleasure to speak to you, and I hope that you will 
feel that your evening has not been entirely wasted. 

If there are any points which I have not discussed, in which you 
are interested; if there are any questions you would like to ask, I will 
be pleased to answer them to the best of my ability. I thank you. 
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Workmen’s Compensation Accident Fund 
Administration and Accounting 


By O. E. SHARPE, 
Commissioner, Workmen’s Compensation Board of Quebec Province. 


(Before Montreal Chapter, November 20, 1931.) 


HEN your chairman asked me to deliver this address, I advised 

him that the organization of procedure necessary under the new 
Act requires time to develop, and for this reason some of our prac- 
tice may have to be modified later on, as the result of our experience, 
as the Workmen’s Compensation Act, 1931, has only been in force 
since September Ist. 

Under the Workmen’s Compensation Act 1928, the Commission 
acted as arbitrators between the employer or his insurance company 
on one hand and the workman on the other. No payments of indem- 
nities were made by us and no assessments collected other than for 
our expenses of administration. 

Under the new Act our functions are greatly changed. We are 
obliged not only to act as judges as to the merits of claims, but in 
addition we have the duty of paying the awards which we have pre- 
viously determined. It is not necessary to enter into a discussion as 
to which system is the better; it is sufficient to say that the workmen 
in this Province, together with a certain proportion of employers, have 
asked for legislation similar to that which has been in force in Ontario 
and most of the other provinces, and at the last session of the Legis- 
lature, it was decided to accede to their demands. 


An Advance Assessment 


In order to put such an act into operation, the first step is neces- 
sarily the collection of an advance assessment from each employer, and 
forms for this purpose were sent out with instructions to return them 
on or before August 10th, 1931. On this form we asked the employer 
to estimate the wages which he would be called upon to pay to his 
workmen for the four months ending December 81st, 1931. We asked 
for an estimate for four months only so that our returns thereafter 
might be on an annual basis. 

In the administration of a system of collective insurance, it is 
very necessary that all employers subject to the Act should pay an 
assessment, as otherwise the remaining employers will be called upon 
to bear the burden of assessments which should properly have been 
paid by employers in default. Under the 1928 Act the employer was 
obliged to furnish us with a certificate of insurance in each case and 
our records contained approximately 15,000 of these names. Included 
in this number were certain employers operating commercial estab- 
lishments which do not fall under the 1931 Act except by application. 

Our form for making an estimate of wages was sent to all em- 
ployers on our list, who apparently were subject to the Act, but as the 
classifications appearing under Schedule 1 of the new Act are very 
comprehensive, it is not anticipated that our present list is complete. 
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We have in addition to consider that under the 1928 Act the employer 
of less than seven workmen was not subject except by application. 
Under the 1931 Act there is no exclusion with respect to a number 
limit, except where regulations have been made by the Commission, 
such as in the case of bakeries, small repair shops, ete. Objections 
have been made to such exclusions, but if the Act were extended to 
cover all employers without any limit as to number in certain indus- 
tries, we would in general receive no payroll return until an accident 
happened and the burden on other employers in the class would be very 
heavy. We are protected generally in the industry of construction as 
the person letting the contract is jointly responsible. 

Section 10 of the Act, which provides that it shall be the duty of 
the principal, that is the person letting the contract, to see that any 
sum which the contractor or sub-contractor is liable to contribute to 
the accident fund is paid. If the contractor is in default, the principal 
is jointly and severally liable with him for the payment of assessments 
due. Consequently, a small contractor engaged in the business of con- 
struction with one or two men is obliged to send in a payroll return, 
and we are not at all certain that our lists of such employers are 
complete. 

The Field to be Covered 

It is estimated that in the Province of Quebec, in normal times, 
there are approximately 15,000 to 20,000 employers subject to the 
1931 Act. Up to the present we have only received about 6,000 esti- 
mates of payroll, and it would appear that a considerable number are 
still in default and are therefore liable, in addition to penalties, to pay 
the full amount of compensation to any workman injured in their 
employ during such period. The Commission has already commenced 
procedure in several instances, and bearing in mind that the capital- 
ized value of pensions may reach a sum of $20,000 or more in cases of 
serious accidents, such employers may be rendered insolvent by their 
neglect to comply with the provisions of the Act. It should be borne 
in mind, however, that the workman employed in an enterprise falling 
under Schedule 1 receives his compensation when the claim is admitted 
whether his employer is in default or not. 

It is understood that employers depending on contracts may find 
considerable difficulty in submitting estimates of wages to be paid, as 
everything depends on the amount of work obtained. We have insisted, 
however, that all employers, unless they have entirely discontinued 
operations, should send a provisional estimate and if contracts of im- 
portance are later obtained we require notification thereof, so that a 
supplementary assessment may be sent out. 

On or about January 20th in each year we propose to ask for the 
actual wages paid during the preceding year, together with an esti- 
mate for the coming year. We then calculate the actual assessment 
payable for the preceding year and give credit for the assessment 
already paid based on the estimate. We also establish the rate to be 
paid for the coming year according to our experience, and calculate 
the amount due on the new estimate sent in by the employer and add 
this to the adjustment for the preceding year, together with any pen- 
alties which have been incurred for delay in submitting payro!l, under- 
estimate, ete. 
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The employer is in general given thirty days to make payment of 
the first instalment and the balance is payable within six months. 


Use Ontario Rates As Basis 

As regards the rates to be charged, we had no experience at the 
commencement with regard to the experience which might be expected 
under the new Act, and it was decided to use the 1931 provisional rates 
adopted by the Ontario Board. We feel that these rates will be subject 
to modification as the result of our own experience, but it is doubtful 
if the period of four months during which the Act will be in opera- 
tion this year will give us any useful indication as to whether such 
rates are adequate or not. 

It may be of interest to describe our method of making assess- 
ments. Appended to the Act we find Schedules 1 and 2. The employers 
in Schedule 1 are those required to contribute to the accident fund and 
this schedule is divided into 24 classes. These classes are in turn 
divided into groups depending on the nature of the risk involved. 

We have at present 102 such divisions in the 24 classes. The 
system of rating requires that the assessments received and the losses 
paid for each group shall be kept separate for rating purposes. In 
order to do this conveniently, a system of numbering has been given 
tc employers, so that the first three figures thereof shall always indi- 
cate the class and group to which the employer belongs. For example, 
the construction of transmission lines appears in Class 22, Group O, 
and therefore the first three figures of the employer’s number would 
be 320, followed by three other figures which would be the individual 
number of the employer concerned. 

When there are a great number of employers, such as in the con- 
struction industry, so as to exceed 1,000, the letters A, B, C, etc., are 
added to the number, thus commencing a new series. This system of 
numbering is extremely important as it immediately permits the pro- 
per classification of any employer by simply referring to his number. 
An employer is put in a certain class and group according to the 
nature of work he is doing. This, in general, will be determined by the 
product he manufactures and not the incidental operations. For 
example, a manufacturer of agricultural implements may have a 
machine shop, a paint shop and many other departments, but he will 
come under the one heading of manufacturing agricultural implements 
for all his operations. The rates are so calculated as to allow for the 
inclusion of clerical employees, truck drivers, etc., at the same rate. 

In other words, the rate charged does not depend on the duty of 
any particular employee. An exception is of course made in certain 
cases, as for example, blasting, caisson work, which are extremely 
hazardous and do not bear the general rate of the industry as a whole. 
An exception is also made for say a manufacturer who may decide to 
construct a building. This is a distinct operation and cannot be in- 
cluded in the same rate as is paid for manufacturing. 

The Commission has received a great many representations with 
respect to the practice of treating each industry as a unit. For 
example, if the rate for manufacturing is $1.25 per $100 of payroll, the 
argument is made that this is far too high for clerical employees not 
exposed to any particular risk. This is quite true, but it is not gen- 
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erally understood that the manufacturing rate has been considerably 
reduced by reason of the fact that the total of all non-hazardous occu- 
pations has been included in establishing the rate. 


Control of Assessments 

The practice of the Commission is to make up an assessment roll 
each week. The employers are listed according to the class and group 
to which they belong and a separate total is made for each, thus 
establishing a control over the assessments which are to be received. 

We make our assessment notices out in triplicate using a continu- 
ous form with the carbon already inserted. This works quite well on 
an ordinary typewriter and permits rapid preparation of the notices. 
The address appears on the notice in such a position that a window 
envelope can be used. 

The original is sent to the employer, the duplicate is handed to 
the cashier for follow-up as to payments, and the triplicate copy 
remains in the file. The second copy is designated as the “charge 
card’, and as the payments are made in full the cashier receipts them 
and returns them to the Assessment Department for inclusion in the 
file, so that they may be referred to when making out subsequent 
assessment notices at the time of the next return. In this way the 
proper credit can be allowed to each employer for the amount he has 
actually paid. The balance of assessment outstanding for each class 
and group is indicated in a group ledger of assessments made. This 
must always balance with the accounts shown as unpaid on the charge 
cards held by the cashier. The daily receipts are summarized on a 
sheet by a class and group for entry in the group receipt ledger. 


Claim Procedure 

Having dealt with the procedure as regards the assessments, it 
may be of interest to examine our claim procedure. Every workman 
meeting with an accident involving absence from work of seven days 
or more, is obliged to complete a form to be sent to the Commission, 
giving details of his accident, his salary, etc. This form is counter- 
signed by the employer, or if he objects in any way to the statement 
of the workman, he may send us a confidential report setting forth 
his reasons for not signing the workman’s claim. The workman is 
also provided with a form to take to his doctor, and it is essential that 
this be forwarded promptly so that compensation may not be delayed. 

This surgeon’s first report indicates the nature of the injury, the 
treatment given, and what is most important, an estimate of the 
probable duration of the incapacity. 

These documents are given a claim number by the Commission 
and passed to a law officer to determine whether the accident should 
be considered as falling under the Act or not. At the same time the 
Medical Department examines the evidence and indicates in writing 
the period of incapacity which should be allowed. Based on these 
documents, an order of payment for compensation is prepared in dup- 
licate for submission to the Commissioners, and if everything is found 
in order it is initialed. One copy of this authority remains in the file 
and the other is sent to the cashier, so that the cheque may be pre- 
pared. The order contains all information necessary to prepare our 
statistics, such as the place where the accident happened, the age of 
the workman, etc. 
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No order of payment is issued without reference to the Assess- 
ment Department in order to make sure that a payroll has been re- 
ceived from the employer in whose service the accident happened. The 
Assessment Department also indicates the number of the employer so 
that the charge for the accident may be made to the proper class and 
group according to the system of numbering already described. 

If it is found that the employer has not submitted a payroll, the 
matter is brought to the attention of the law officer who is responsible 
for the collection of the cost of the accident, as provided under Section 
99 of the Act. 

The Original Accounting Record 

When the order for payment is received by the cashier the cheque 
is prepared at the same time as the bordereau of payments made and 
also the individual card for each accident. The orders of payment 
have previously all been sorted according to the class and group to 
which they belong. The bordereau forms the original accounting 
record, as we merely have to add up the total in each group in order 
to determine the cost of compensation and medical aid for that day, 
for the particular group in question and same is entered in the Group 
Payment Ledger. This bordereau of payments, aside from forming 
the basis of our accounting record and providing an exact copy of 
every cheque sent out, enables us to check our bank balance at any 
time. As cheques are returned paid by the bank, the date is stamped 
opposite each one on the bordereau, and we have only to add up the 
others to determine those outstanding at any time. 

It is essential that we keep a record of the cost of accidents for 
each employer, and in order to do this it has been deemed advisable to 
prepare a statistical card for each accident which bears the claim 
number and also the employer’s number, together with all essential 
statistics for the preparation of our annual report. The payments on 
these cards are separated as to compensation and medical aid. 


Developing the Statistics 

When all the payments under a claim have been disposed of in- 
cluding the medical aid, the totals thereof are collected for statistical 
purposes and an entry is made on a master card which is kept for 
each employer, showing on one side the assessment which he has paid 
and on the other side the amount we have paid for accidents on this 
account. Instead of making an entry on the employer’s master card 
for each payment, we make only a single entry of the total appearing 
on the individual accident card. Otherwise, in the case of large em- 
ployers so many entries would appear on one side of the card with 
reference to each assessment that we would be obliged to keep ten 
cards or more in operation for such employers. 

These individual accident cards are prepared without extra effort 
by the use of a Burrough’s adding typewriter. On one side we place 
the cheque over the bordereau and on the other the individual accident 
card which is divided into eclumns according to whether the cheque is 
for medical aid or for compensation. The machine is so designed that 
the total entered on the cheque is kept in the machine until we reach 
the column on the accident card applicable, where it is again printed 
and thus there is no possibility of a different figure being entered on 
the cheque and on the accident card. 
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In order to avoid the possibility of picking out the wrong accident 
card, the claim number is reprinted for each payment on the card 
and then it is very easy to detect in any case if this does not agree 
with the classification number appearing on the top of the card, which 
is entered at the time the first order of payment for that particular 
accident is received. 

The employer’s master cards and accident cards are kept in a 
specially constructed desk, in which the operator sits in the centre and 
has his filing space spread out in front of him. 

In order that all claim numbers allotted may be properly followed 
up, an inventory of claim numbers is kept and immediately the first 
payment is made under a claim the inventory is stamped accordingly. 
Entries are also made when the file is closed so that it is possible at 
all times by merely referring to the inventory, to determine whether 
the staff is keeping the work up to date or not, and in addition a check 
is provided for duplicate numbers, etc., which is very useful when 
accounting for all claims dealt with when preparing the annual report. 


Payment of Pensions 

It may be of interest to deal with our procedure as regards the 
payments of pensions to workmen permanently injured or to their 
dependents if the accident is fatal. The new Act provides for the pay- 
ment of a life pension based on the loss of earning power due to the 
accident. Under the 1928 Act a great number of permanent incapa- 
cities such as the loss of a hand, eye, foot, etc., were provided for in 
the schedule appearing in the Act and a life pension was not paid. 
In other words, the loss of an eye was always valued as involving 20% 
permanent partial incapacity, and as each 1% of incapacity provided 
for four weeks’ indemnity, a workman so injured received 2/3 of his 
annual wages during 80 weeks, and at the end of that time no further 
indemnity was payable on account of the injury. 

Under the new Act, the loss of earning power is determined and 
instead of paying during a period of 80 weeks, a life pension is allowed. 
It will be realized, therefore, that the indemnities are in general much 
higher than previously when we take into consideration the commuted 
value or reserve value of such payments to the workman. 

In order to determine the mortality table and rate of interest to be 
adopted, we consulted Mr. George Bourke, F.I.A., Assistant Actuary 
of the Sun Life Assurance Company of Canada. After discussion with 
him he has prepared tables for us which will be used in determining 
the reserves to be set aside in cases of permanent injuries or fatal 
accidents. 

It is our intention to charge the accident fund immediately with 
the entire present value of any pension awarded. It might be argued 
that to set aside such large sums in any particular year would create 
a heavy burden on industry, and that the pension payments each year 
should be charged against the fund without setting aside any reserve. 
In other words, current expenses would be met out of current assess- 
ments. 

Against this argument it should be observed that the employer 
responsible for the accident may no longer be in business ten years 
from the date of the accident, and the cost of the pensions would have 
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to be paid by other employers in his class without receiving any share 
from him. Further, it is impossible to foresee the development of 
legislation with respect to workmen’s compensation insurance, and if 
it were decided to change the Act in any way or to abolish the Com- 
mission, no reserve would remain for the payment of workmen perm- 
anently injured during the period when the Act was in force. We 
must also consider that new employers of labor would hesitate to com- 
mence business in a jurisdiction where they would be called upon to 
bear the cost of accidents which may have happened years previously. 
In any case, no Commission in Canada has followed the current cost 
method, but all are setting aside reserves immediately when the lia- 
bility is incurred. 
Pension Values 

In establishing a table of pension values there are many factors 
to be taken into consideration: 

We must consider what rate of mortality is likely to prevail 
among injured workmen. The usual mortality table is tabulated from 
experience based on lives selected by insurance companies or alterna- 
tively from the general population statistics of any particular country. 
At first sight it would seem that a special table would have to be 
followed, seeing that we are dealing with workmen more or less seri- 
ously injured, and on that account their future lifetimes would be very 
much shortened. 

Statistics show that for the first few years after the accident the 
rate of mortality among injured workmen is somewhat higher than 
the general population, but during this period those who are seriously 
affected generally die as the result of the injury, and those surviving 
may live longer than the average, for the reason that they are relieved 
from financial worries due to the receipt of a pension, and secondly, 
they are not exposed to industrial hazards. I am speaking, of course, 
of those who are not able to resume the same occupation as before 
the accident. 

Tables have been prepared for the use of insurance companies 
showing the rate of mortality among totally disabled lives, but a more 
conservative basis was adopted and we have based our tables on the 
United States Life Table, 1910, which shows the rates of mortality 
among the population in the United States during a given period. 

When we set aside a certain amount as a reserve for a pension, 
it is clear that interest will be earned on our invested funds and we 
must form an opinion as to the interest rate over a long period. We 
have decided that 44% % should be adopted although, actually, it is 
now possible to purchase Government bonds yielding 5% or better. It 
is quite probable, however, that this favourable rate of interest will 
not continue for any considerable time. 


Re-Marriage 
When dealing with fatal accidents, a further complication is ex- 
perienced, due to the fact that a widow on re-marriage loses her right 
to the pension which has been awarded her and receives a lump sum 
payment amounting to two years’ pension only. We, therefore, have to 
consider not only the rate of mortality and the rate of interest, but 
also the probability of re-marriage in the future. No statistics are 
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available in this Province as to the rate of re-marriage, and the only 
table which is generally used is one established by the Dutch State 
Insurance Fund. 

The experience in the Province of Quebec is that the rate of re- 
marriage may be somewhat lower than the average, and our actuary 
has assumed that this lower rate is 85% of the normal. 

The rate of re-marriage is a most important factor in calculating 
the reserves to be set aside for pensions payable to widows. The value 
of an ordinary life annuity payable to a person aged 20 is much higher 
than an annuity commencing at age 40. When we take into consider- 
ation, however, that a widow aged 20 has a considerable chance of re- 
marrying, the reverse is the case and we are only required to set aside 
$4,629.00 for a pension of $40.00 per month to a widow aged 20 as 
compared to $6,614.00 if she were 20 years older, that is aged 40. 

There are many factors also which affect the rate of re-marriage, 
such as economic conditions which do not permit men to take on added 
responsibilities in times of depression. The proportion of men and 
women in any particular locality is also important. We would assume 
that in the western provinces, where in general there are more men 
than women, the rate of re-marriage would be much more higher than 
say in a country like England. This was particularly noticed during 
the war by the Ontario Board, who found that the rate of re-marriage 
dropped very considerably owing to the absence of men overseas. 

In the system of collective insurance adopted the costs of acci- 
dents are confined to the years in which they occur and in establishing 
a balance sheet and a comparison between the assessments received 
and the indemnities paid, all entries are made in two columns accord- 
ing to whether the payment relates to the previous year or the current 
year. By following such a system the accounts are not closed until 
the end of the 2nd year, when it is possible to determine the consider- 
able degree of accuracy of the amounts received and paid for the 
previous year. 

In establishing liabilities at the end of any year we are obliged 
to set a valuation on the amount to be paid, both for medical aid and 
compensation for claims in suspense, and also for possible accidents 
which have not been reported. This means that at a given date every 
file which has not been closed must be examined to place an estimate 
on the probable amount remaining to be paid thereunder. 

The only alternative method would be to either take a proportion 
of the premium received as representing outstanding losses or else 
arbitrarily fix an amount for each accident where the file was in sus- 
pense according to the number of weeks which may have elapsed since 
the date of the accident. For example, a file in suspense for one week 
only might be arbitrarily assessed at $20.00, and another which had 
been in suspense for eight weeks would be arbitrarily assessed at 
$200.00. In practice, it is found that the best results are given by an 
individual estimate in the case of each accident. A difficulty, of course, 
arises when an attempt is made to deal with a great many files on or 
about the same date as it disorganizes the other work of the office. 


A Large Casualty Insurance Business 
It is hoped that this brief summary may give some idea of the 
work involved in administering a system of collective insurance. The 
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clerical work involved is equivalent to that of a large casualty com- 
pany having a premium income of approximately $6,000,000 per year. 
There is a great difficulty of administration removed, namely, that the 
rates charged can be adjusted at the end of each year and, therefore, 
it is not necessary to establish them by actuarial calculations in 
advance. This will have to be done by a stock insurance company 
which will receive a fixed rate and no more. 

On the other hand, we are obliged to cover every risk falling 
under Schedule 1, until it is demonstrated to the satisfaction of the 
Commission that such a hazard exists as would require special action. 
We are required to pay claims for accidents even though the employer 
may never have reported a payroll to us. This, of course, increases 
the cost considerably, as in many cases the employer is found to be 
insolvent and nothing can be collected for the accident in question. 

In spite of some of these handicaps this question has given gen- 
eral satisfaction in other provinces, and, no doubt, when the procedure 
is better known to the public, the same success will be met with in the 
Province of Quebec. 


The Punched Hole Method 


By S. P. MAPES, 
General Manager, Recording & Statistical Corporation, Limited. 





(Before Montreal Chapter, November 6, 1931.) 


OR the benefit of those present who are not familiar with the 

punched hole method, I would like to take just a few minutes to 
give you a brief history of its growth and to tell you something of the 
machinery involved in its workings. The fundamentals of this system 
were conceived and developed by Dr. Herman Hollerith, who has just 
recently died. He was one of the few inventors who lived to benefit 
from his efforts. When Dr. Hollerith advanced his ideas, it was for 
the sole purpose of solving the census problem, and it was for this 
purpose the the punched card was first utilized. Canadian census is 
being tabulated by this system at the present time. It was soon 
realized, however, that this system had its commercial values, and 
improvements in the equipment for speed and accuracy have developed 
rapidly until the present day, when, although the machines involved 
are still being improved, a very high rate of efficiency has been 
obtained. 

The punched hole method involves the use of a card either 45, 80 
or 90 units of figures across and 10 lines down. The units across are 
divided into fields consisting of one or more figures to comply with 
any particular requirements, and are so arranged as to follow the 
original source of information to be recorded. All detail transcribed 
to the punched card is in code form, requiring the use of numerical 
symbols for all data involved in the analysis to be made. 

Aside from the card, there is the key-punch, which machine per- 
forates a small hole in the card, recording the code symbols in the 
various fields of information. The operation of this machine is simple 
and very rapid, requiring no special ability or training on the part of 
the operator. 
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The next machine involved is the sorter, which by electrical con- 
tact through the holes punched in the card, sorts same into the respec- 
tive categories recorded thereon. This operation is very fast, ap- 
proximately 400 cards per minute being sorted. After this operation 
is completed we have our information grouped under the required 
classes for recording in numerical order. 

This recording is done on the tabulator which is a high speed elec- 
trically operated adding machine so constructed as to select and record 
totals of each category of information from the cards. This machine 
will record various kinds of information at the same time. For 
example, Quantity, Weight and Value can be added and listed during 
the same operation. 

The speed of this machine is also very fast, adding five columns 
of figures each of eight units, at approximately 180 cards per minute. 

There are other machines for specific uses which I will not take 
time to explain now. 

Its Main Advantages 

There is one point I would like very much to make clear to every 
one in this room in connection with the punched card method and that 
is, that its greatest asset is in the breaking down of a mass into 
smaller parts. The more detailed the breakdown, the more efficient 
and economical will be the use of this method. Make the card do all 
your summarizing; centralize all your distribution to the punched card. 
In so doing you need never fear having duplication of work. All of 
your distributions from the same source, no matter how many, will be 
accomplished by one operation involving the human element, namely 
the punching of the card. The balance of your operations are en- 
tirely mechanical, being performed by the sorting and tabulating 
machines which guarantees you 100% accuracy and a speed which 
cannot be equalled by any other method. 

I do not think it will be very difficult for any of you gentlemen to 
see wherein this system will simplify and improve your present 
method of preparing any analysis, if this is now being done by long- 
hand. Certainly it will be faster and more accurate. The extent of 
economy depends entirely upon the volume involved and the number 
of detailed breakdowns. 

Some of the proven uses of the punched card are as follows: 

1. Sales Analysis 

. By commodity. 

By salesman and commodity. 

By customer and commodity. 

. By branch and commodity. 

. By territories and commodity. 

By class of trade and commodity. 

. Salesman by rates of commission. 

. Any other distribution of the items on an invoice. 

. Cost Analysis 

A. Same as one, or articles of like cost can be brought together for 

one extension. 

3. Payroll 

4, Labor cost and material to each job number. 
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Labor and material cost by department. 

6. Analysis of credits on returned goods showing the reason for re- 
turn. This has been done with great success on mail order mer- 
chandise. 

7. Distribution of accounts payable by department or expense cate- 
gory. This allows for only one column in your ledger as the dis- 
tribution is made from the card. 

I could go on for some time outlining further uses for the 
punched card, but time is limited, and just want to state a few of the 
benefits. 

1. Absolute check on the addition of invoices. 

2. Aids in establishing control on ledger by pointing out the item 
which has been posted incorrectly. 

3. Removes all distribution from the bookkeeping process. 

4. Statistics made up of balanced figures, no matter how fine the 
analysis. 

5. Materially decreases number of computations on cost extensions. 

The punched hole method does not in any way cause a complete 
upheaval in your present procedure. It eliminates manual detail, and 
thereby simplifies your problems. 

Through the courtesy of the Howard Smith Paper Mills Limited, 
I am able to explain to you in detail two applications of the punched 
card in their business which we are successfully operating for them 
by this method. 
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Column 6—Designates whether labor or material card. 

Column 7—Designates whether debit or credit. 

Column 8, 9, 10, 11—Used for recording number of ticket or re- 
quisition. 

Columns 12, 13, 14, 15—Designates date of entry to ledger. 

Columns 16, 17—Records class of labor, whether carpenter, plumber, 
etc. 

Columns 18, 19, 20, 21—Record job number which is assigned at the 
start of a job and continued until completion. 
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Columns 22, 23—Used to designate account in ledger to be charged 
with the job. 

Columns 24, 25, 26—Records section of the factory in which repair is 
to be made. 

Columns 27, 28—Records machine or article in that section on which 
job is to be done. 

Column 29—Designates whether labor is taxable or not. 

Column 380—Designates regular or overtime work. 

Columns 31, 32, 33, 34—Records number of hours worked on a job by 
one operator. 

Columns 35, 36, 37, 38, 39—Records cost of hours mentioned in 31, 
32, 33, 34. 

Columns 40, 41, 42, 48, 44—Records cost of material requisitioned. 

Column 45—Not used. 

Now let us see what information it is possible to tabulate from 
this set up. We have cards punched for every requisition that has 
gone through the factory for a month. Also we have a card for every 
time ticket for the month. Both the above sets of cards balanced 
daily with ledger totals. 

By sorting columns 22 and 23, the cards are in order for a total 
of each account to be posted in the ledger. Labor and material cost 
is shown separately but totalled at the same operation. 

A sort and tabulation of column 29 gives you a total of taxable 
labor both in hours and value. 

By sorting columns 24, 25, 26, 27, 28 and 16, 17, our cards are in 
such order that we can ascertain the cost of labor and material on 
each machine or article in the factory by class of labor doing the 
various repairs. Over a period we will say, of a year, you will be 
able to judge whether or not a certain machine is breaking down too 
frequently, causing considerable expense for repairs, and therefore 
should be replaced. 

Now by sorting columns 18, 19, 20, 21 and 16, 17 our cards are in 
order to tabulate labor and material cost for each job by class of labor 
and a total for each order. 

Regular and overtime hours can be separated on a particular or 
all jobs. 

Class of labor working on a particular or all jobs can be shown. 

Total hours of each class of labor and the cost thereof can be 
totalled. 

Other analysis can be made, but those I have mentioned will give 
you some idea of the detail that can be gotten from the use of a 
punched card. Please remember that in so doing you have performed 
but one manual operation, namely, the punching of the card. All 
other operations have been mechanical. Compare this with what 
would be involved in a hand or machine posting job to produce the 
same results, and I think you will agree with me that the punched card 
method is the proper procedure. 

I will now explain to you the “Sales Analysis” card. A card is 
punched for every item on your invoice and balanced daily to your 
ledger postings. 
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Column 3—Designates month invoice was posted in ledger. 
Columns 4, 5, 6, 7—Designates folio or invoice number. 
Columns 8, 9—Designates district in which sale was made. 
Columns 10, 11, 12—-Designates customer to whom sold. 
Columns 13, 14—Designates salesman making the sale. 
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Columns 15 to 22—Designates quantity of sale. 

Columns 23 to 30—Designates value of sale. 

Columns 31 to 32—Designates mill from which goods were shipped. 

Columns 33 to 36—Designates class of goods sold. 

Columns 37 to 44—Any item on the invoice not properly applicable to 

sales credit is recorded here, i.e., freight, sales tax, etc. 

When we have a complete periods operations on these cards we 

are able to make the following analysis: 

1. What class of goods did we sell this month? 

Procedure: Sort columns 33, 34, 35, 36 and tabulate total of weight 
and value for each class. 

. What class of goods did we sell in each district ? 

Procedure: Sort columns 33, 34, 35, 36 and 8-9, then tabulate total 
of weight and value for each district. You now have a com- 
parison of each district’s sales to the total by class as shown 
in number “1.” 

3. Who sold these goods and what class did he sell or not sell? 
Procedure: Sort columns 33, 34, 35, 36 and 13-14. Tabulate total 
weight and value of each class for each salesman. You have 
now a comparative statement showing each salesman’s activity 
as against his district or total sales within a class. 
4. To whom did we sell these goods and what did they purchase? 
Procedure: Sort columns 33, 34, 35, 36 and 10, 11, 12. A tabulation 
of weight and value for each customer by class of goods will 
give you the desired information. 
What class of goods was shipped from each mill during this period? 
Procedure: Sort columns 33, 34, 35, 36 and 31, 32. Tabulate total 
weight and value of each class on each mill and your question 
is answered. 

You could continue to make analysis from this card, but I have 
tried to point out the important information usually compiled from 
sales records. If a sales manager can answer the above five questions 
he is certainly well equipped to direct his sales force. 
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Minimizing the Evils of Unemployment 


By S. B. CORNELL, 
President and General Manager, Canadian Kodak Co., Limited. 


(Reprinted from Industrial Canada.) 


HE Canadian Kodak Co., Limited, believing that unemployment in 

the future will be reduced and its effects minimized if individual 
companies create substantial reserves to be used as a basis for unem- 
ployment benefits, have adopted an unemployment benefit plan. This 
company will start at once to accumulate such reserves as are re- 
quisite, so that benefits can be paid, if necessary, beginning in 1933. 


The management realizes that periodic unemployment is one of 
the most serious problems confronting society. This company have 
already put into effect stabilization methods which have eliminated to 
a large extent periodic unemployment, with the exception of that 
caused by widespread economic depressions, and have taken steps to 
reduce to a minimum unemployment due to this cause. Some of the 
methods which have been used are accurate forecasting of sales, 
careful planning, scheduling of production at an even rate during the 
year, and building up of inventories during slack seasons. 

During the present depression, the company have done as much 
repair and maintenance work as possible in order to keep the force 
employed, and have engaged in building operations, thereby giving 
employment to many workers who would otherwise have been idle. 
Special efforts have also been made to stimulate sales. When it be- 
came necessary on account of the widespread depression to reduce the 
output, the management, as far as possible, reduced the working hours 
and spread the work among the entire force, but some lay-offs have 
been necessary. 

This company are convinced that any definite further progress 
toward the complete solution of the problem of unemployment would 
be of benefit to them, their employees, and society in general. After 
careful study, they believe that the most sensible and practical addi- 
tional method so far suggested for reducing unemployment and mini- 
mizing its effects lies along the lines of creating substantial reserves 
to be the basis of unemployment benefits during the future periods of 
unemployment. They believe strongly that these reserves should be 
voluntarily and independently set up and maintained by the industries 
themselves and not by compulsion or in the form of governmental 
insurance. 

The company have, therefore, adopted this plan of unemployment 
benefits, keeping in mind that in adopting it some changes in detail 
may be found advisable. An unemployment reserve fund will be 
built up during a period of years so that benefits can be paid to the 
workers who may be laid off on account of slack work. Careful esti- 
mates have been made of the liabilities assumed under the plan, and 
it is felt that sufficient reserve will have been accumulated by 1933, 
so that unemployment benefits could be paid in that year, if necessary. 
No benefits will be paid prior to 1933. 
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The company will bear the entire cost of the plan but reserve the 
right to declare an emergency in a prolonged period of unemployment 
and have the fund supplemented by contributions of 1 per cent of 
earnings from all employees not receiving benefits, including all 
officials, and further supplemented by extra contributions from the 
company equal to those received from such employees. 

Since the benefits provided under the plan are less than the full 
earnings, and are to be paid during a limited period, the workers will 
still face a reduction in income during unemployment. It will still be 
necessary, therefore, for each employee to practice thrift and to save 
from his earnings during prosperous times in order to build up a per- 
sonal reserve fund which may be used by him in time of unemploy- 
ment or need from other causes. 


Outline of Canadian Kodak Co., Limited, Unemployment Plan 

1. Employees Eligible. Employees of the company will be eligible 
to benefits under this plan provided they have been in the employ of 
the company for a continuous period of not less than one year and 
are receiving earnings of less than $50.00 per week, averaged over a 
period of three months. 

2. Unemployment Reserve Fund. An unemployment reserve 
fund will be created, and the Company will make an appropriation 
annually, beginning in 1931. If and when, after January 1, 1933, 
there is a prolonged period of unemployment and, in the opinion of 
the management, the fund will be inadequate to take care of the 
benefits payable, the management may declare that an emergency 
exists. Upon this declaration of emergency all officials and employees 
of the company who are not receiving unemployment benefits will be 
assessed one per cent. (1%) of their earnings. Deductions therefor 
will be made from the weekly or monthly pay, and such deductions 
will be added to the unemployment reserve fund. The company will 
appropriate into the fund an amount equal to these deductions in 
addition to the annual appropriations. The deductions will continue 
until the management declares that the emergency is over. 

3. Effective Date of Plan. Benefits will become payable under 
the plan beginning January 1, 1933. 

4. Control and Administration of the Plan. A committee will be 
appointed by the management to administer the plan. The decisions 
of this committee will be subject only to the general control and 
direction of the board of directors of the company. 

5. Unemployment Benefits. The unemployment benefits shall be 
paid weekly at the rate of sixty per cent (60%) of the average 
weekly earnings of the unemployed person, with a maximum of $18.00 
a week. The last three months of normal employment exclusive of 
overtime will be the period for determining the average earnings. 

6. Waiting Period. Unemployment benefits shall be payable to 
eligible employees after two continuous weeks of unemployment. 

7. Maximum Period during which Benefits shall be Paid. The 
maximum number of weekly benefits to be paid during twelve con- 
secutive months or during any one continuous period of lay-off or part 
time employment shall depend upon the employee’s continuous length 
of service prior to such period of lay-off or part time employment, as 
follows: 
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Length of Service Benefits 
1 VOAr Cs EWG: VORVS ccccssivsccscecscvdncsscscscéors 6 weeks 
E46. year t0- 2) WGAES. 2 ene natn 8 weeks 
 YORER GOS) —“WORUS eda cvsticnscstacsccscazsccdenesie 10 weeks 
S YOAVAte ]> MARES ics ciicccrcseeicdoace 11 weeks 
4 years to 5 Bios ccecscsevecacoasvaitecnnstesse 12 weeks 
Gi WORE ANG ONGPs sccibeisaeicccccsterchenreceee 13 weeks 


8. Unemployment Benefits for Part Time Workers. If, on ac- 
count of slack work, an employee otherwise eligible to benefits is re- 
ceiving reduced pay due either to transfer or to part time work, the 
difference (after regular waiting period) between his actual earnings 
and the amount he would receive in benefits under the plan were he 
wholly unemployed, shall be paid to him out of the unemployment 
reserve fund for the number of weeks specified in Paragraph 7. 

9. Benefits to Employees Securing Work Outside. If an em- 
ployee otherwise eligible to receive benefits secures permanent work 
outside and is no longer available for work with the Company, the 
benefits shall cease. An employee securing temporary work will still 
be eligible for benefits, but in no case shall his weekly benefits exceed 
the difference between his earnings on the temporary work and his 
normal weekly earnings prior to lay-off. If his actual earnings equal 
or exceed his earnings prior to lay-off, his benefits shall cease. 

10. Conditions for Receiving Unemployment Benefit. In order 
to receive the benefits, a laid-off employee shall report to the com- 
pany as frequently as the company may require. A blank will be fur- 
nished on which he will be required to state what steps he has taken 
to secure employment. An employee making a false statement on 
this blank shall forfeit not only his benefits under the unemployment 
plan, but also employment with the company. 

11. Benefits Not Assignable. Benefits under the plan shall not 
be assignable by the employee, nor subject to the claims of his 
creditors. 


12. Reservations: 

(1) No unemployment benefits shall be paid to employees who 
have been employed for temporary work and were so notified when 
they were employed. 

(2) No benefits shall be paid for time off on account of the 
destruction or damage of any part of the property of the company by 
fire, explosion, lightning, earthquake, windstorm, or other accident, 
but the company may at their discretion make payments to employees 
affected by such destruction or damage. 

(3) No benefits shall be paid to employees for unemployment 
due either directly or indirectly to strikes, lock-outs or other trade 
disputes in the plants of the company or elsewhere. 

(4) No benefits shall be paid to an employee laid off who fails to 
take such steps as may be required to secure employment or who fails 
to accept a transfer to a reasonable job either with the company or 
elsewhere. 

(5) No benefits shall be paid to any employee who has been 
discharged for cause, or who voluntarily leaves the employ of the 
company, or who ceases to be employed for any reason other than on 
account of slack work. 
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(6) No benefits shall be paid to employees for any period during 
which they are receiving or entitled to receive sick benefits, accident 
compensation, disability benefits, or retirement annuities. Such em- 
ployees shall be eligible for unemployment benefits only when sick 
benefits or accident compensation have been exhausted and when they 
are capable of resuming work. 

(7) Upon the death of an employee receiving benefits under this 
plan, benefits shall cease. 
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RECEIVED IN FEBRUARY 


LIDE Rule in Commercial Calculation. H. O. Cooper. The 

Accountant, Jenuary 2, 1932. 

Method of Handling Purchases Accounts. B. C. Forbes, A.I.C.A. 
Accountants Journal, December 20, 1931. 

Limited Companies and Their Accounts. W. S. Ferguson, C.A., 
A.C.LS., and F. R. Crocombe, M.A., C.A. Commercial Text Book Co., 
Ltd. 

Handbook of Business Administration. Published for the 
American Management Association by McGraw-Hill Book Co., Ince. 

The following list of booklets published by Policyholders’ Service 
Bureau, Metropolitan Life Insurance Co.: 

Reducing Losses From Obsolete Material. Management Methods 
booklet No. 1. 

Tendencies in Sales Organization. Management Methods booklet 
No. 3. 

New Method of Balance Sheet Analysis. Management Methods 
booklet No. 4. 

Methods of Handling Salesmen’s Expenses. Management Methods 
booklet No. 5. 

Getting Results From Safety Work. Industrial Safety booklet 
No. 1. 

Getting Facts About Accidents. Industrial Safety booklet No. 2. 

Directing the Plant Safety Work. Industrial Safety Booklet No. 3. 

Foreman’s Part in Safety. Industrial Safety booklet No. 4. 

Workmen’s Safety Committees. Industrial Safety booklet No. 5. 

Safety Advertising. Industrial Safety booklet No. 6. 

Safety Competition. Industrial Safety booklet No. 7. 

Safety Meetings. Industrial Safety booklet No. 8. 

Making the Plant Safe. Industrial Safety booklet No. 9. 

Safety Activities in Small Companies. Industrial Safety booklet 
No. 10. 

Industrial Hygiene. Industrial Health Series No. 1. 

Industrial Dental Service. Industrial Health Series No. 3. 

Functions of An Industrial Eye Clinic. Industrial Health Series 
No. 4. 

Effect of Foreign Exchange Fluctuations on Profits. J. F. Sells. 
Journal of Accountancy, February, 1932. 
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Receivables of Jobbing Concerns. J. P. Grantham. Journal of 
Accountancy, February, 1932. 

Grain Futures and Grain Accounting. A. M. Field. Journal of 
Accountancy, February, 1932. 

Are Industrial Wages Defiated in Proportion to General Drop in 
Value? E. A. Camman. National Association of Cost Accountants, 
February 1, 1932. 

Inter-Relationships of Wage Incentives, Standard Costs and 
Budgetary Control. C. W. Walkley. National Association of Cost 
Accountants, February 1, 1932. 

Hospital Cost Accounting. G. P. Bugbee. National Association of 
Cost Accountants, February 15, 1932. 

How to Tell the Truth in Accounting. F. N. Balch. National 
Association of Cost Accountants, February 15, 1932. 

Thirteen-Month Calendar. J. H. Schmidt. Certified Public 
Accountant, February, 1932. 

Valuation of Book Debts. G. Masterson, C.A. The Accountant, 
February 6, 1932. 

Some Observations on Company Balance Sheets. The Lord Plender, 
G.B.E., LL.D., F.C.A. The Accountant, February 13, 1932. 

Industrial Pension Plans. D. R. Belcher. Part 2. American 
Accountant, February, 1932. 

Control of Investment in Standard Tools. V. W. Jones. American 
Accountant, February, 1932. 

Budgetary Control of Manufacturing Expense. J. R. Wigger. 
American Accountant, February, 1932. 

Accounting for Change in Working Capital. American Account- 
ant, February, 1932. 

Accounting Records for Lawyers. W. J. Umbach, C.P.A. Ameri- 
can Accountant, February, 1932. 

Engagement Analysis and Clients’ Ledger. M. L. Ganly, C.P.A. 
American Accountant, February, 1932. 

Control of Current Finances. H. N. Kennedy. American Account- 
ant, February, 1932. 





WAGE AND SALARY REDUCTIONS 


r response to a questionnaire issued by The Canadian Society of 
Cost Accountants & Industrial Engineers, thirty-three representa- 
tive Canadian firms have indicated their action in respect to wage and 
salary cuts. 

The questions, and a summary of the replies to each, are given 
below. 

1. Any cuts in piece rates on account of reduction in prices 
obtained for your products, or general business conditions? Fifteen 
firms replied that they had made such cuts, while sixteen have not. 
Two others have no labor on piece rates. Some who have made no 
changes in regular piece rates have set rates on new operations more 
closely than formerly. Others have transferred certain operations 
from hourly to piece rates with a view to lowering labour costs. 

2. Appromiate percentage of such cuts? The cuts which have 
been made vary from 5 per cent. to 20 per cent., the average being 
apparently about 10 per cent. 
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3. Any cuts in time, wages or salaries in plant or office, and 
approximate percentage? Twenty-two out of the thirty-three replies, 
or two-thirds, state that such reductions have been made. Several of 
those who have not cut are working on short time, only Saturday 
mornings being dropped in some cases, while in others the loss in time 
is much greater. 

4, Was this percentage uniform, or varied according to level of 
earnings? The uniform cut of 10 per cent. has been the most general. 
About one-third of the reductions have been varied on an upward 
scale according to earnings, however, those with lower earnings, in 
some instances up to $75 per month, escaping altogether or being cut 
only 5 per cent., while the maximum appears to be a 30 per cent. cut 
for an executive, on top of an all-round reduction of 10 per cent. 


SALES EXPENSE RATIOS 


HROUGH a questionnaire addressed to representative light manu- 
facturing concerns in Canada, we have secured the following 
figures in reference to sales expense: 


Ratio of Selling Ratio of Total 
Travelling Expenses to Selling Expenses to 
Gross Sales Gross Sales 

per cent. per cent. 





or 
OOD cocccccccccccccccvccvccccccccevovcceees 





Travelling expenses of salesmen in some cases were very small, 
the business of some of the concerns being more or less confined to a 
large city. In other cases, on account of the arrangements for selling, 
there was no record of this particular detail. 

In respect to total sales expense, there are no doubt due some 
differences due to what details are included, for instance, advertising, 
warehousing, reserve for bad debts, etc. 

A few replies, which apparently were not comparable with others, 
have not been included in the above list. 


90 








CHAPTER NOTES 

















| CHAPTER NOTES 








TORONTO 


Reported by G. Alexander Phare 


The regular February meeting of Toronto Chapter was held in 
the Royal York Hotel, with Mr. Kris Mapp, C.A., in the chair. The 
evening was one which had been looked forward to with a good deal 
of pleasure, as it promised to deal with a subject rather outside the 
usual scope of our discussions, namely, the Use, Scope and Control of 
Insurance Expense. A most comprehensive paper on this subject was 
presented by Mr. E. L. McLean. 


The speaker was introduced by Mr. Guilfoyle, and in the course of 
his remarks suggested the possibility in the near future of a new 
Chapter in the Maritime Provinces. The growth of the Society, espe- 
cially in times such as these, cannot fail to be a source of satisfaction 
to every member. There is, perhaps, no more effective way of stabil- 
izing the importance of the position of the Cost Accountant than 
through the growth and recognition of an organization such as our 
own. 


Mr. McLean dealt with his subject rather from the standpoint 
of the Scope of Insurance than from the angle of cost, although refer- 
ence was made to mutual companies and the comparative cost of 
utilizing them. The paper was sufficiently comprehensive and de- 
tailed, however, that there was no member present who would not be 
enabled to survey the existing coverage of his business with a new 
viewpoint and knowledge. Perhaps it was natural that we should 
concentrate on what constituted adequate insurance, rather than on 
the cost of maintaining it. The entire question of depreciation, its 
effect on original capital values, in comparison with replacement 
values, came in for discussion. 


A rather interesting point arose in Mr. McLean’s remarks, when 
he expressed the opinion that it was the duty of an auditor to satisfy 
himself that sufficient insurance was carried by a debtor who received 
heavy or extended credit. Perhaps it is a safe guess that this was a 
new point of view to many of his listeners. 


The request by Mr. Lane for suggestions as to the form to be 
taken by the Annual Meeting reminded us that the close of the season 
is very near at hand, particularly since election of officers is to be 
dealt with at the next meeting. The present system of meetings once 
each month makes the season all too short. But the time for writing 
a valedictory is not yet. 


We had turkey featuring the main bout of our dinner. The 
wrestling term or analogy is used only after careful thought. It is 
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another and more delicate way of conveying the thought that the 
turkey was tough. Some considerable thought and discussion has 
taken place during the executive deliberations of the year as to the 
desirability of bringing in young members, and how to deal with 
them. Would that the Cusine Committee thought along the same 
lines. Where turkey is concerned, this scribe is strongly in favor 
of young members, and knows exactly how to deal with them. 


And now a closing word to beginners. The Control of Insurance 
is a very specialized branch, and you would be well advised not to 
try to do too much at first. Frequent attempts have been made to 
control Life Insurance, usually by the beneficiary, and quite often 
awkward questions are asked, and sometimes the beneficiary has 
passed away rather unfortunately before any benefits were received. 
The State usually has a hand in these matters. So do not attempt 
to control Life Insurance. Make occasional diplomaite enquiries from 
time to time to assure yourself that the premiums on your rich aunt’s 
life policy are being kept up, and then hope for the best. But nothing 
more. 

Control of Burglary Insurance is not advisable, either. It inter- 
feres with one’s sleep, and there is always the possibility that one 
may meet a professional in the dark. Rest assured that he knows 
more about it than you do, and may resent non-union interference. 
Just rest assured. 

Nor is Fire Insurance altogether easy to control, although some 
people have thought it easier to place the insurance and then control 
the fires! But what this country needs is a good Life Insurance 
Policy which automatically covers Fire risk when the need for Life 
insurance has passed. You see what we mean. 





MONTREAL 
Reported by R. Schurman, C.A. 


The sixth meeting of Montreal Chapter for the present season, 
held on February 4th, was addressed by A. J. Mylrea, of Reed, Shaw 
& McNaught, Ltd. Fire and Use and Occupancy Insurance was the 
subject. Mr. Mylrea commenced his paper by giving a thorough defini- 
tion of fire insurance. He referred to the erroneous idea that articles 
are insured against fire; actually, it is the owner who is insured 
against loss which may occur. Under use and occupancy, said Mr. 
Mylrea, there are three classes, one based on a business enterprise 
showing constant earnings, one showing fluctuating earnings, and 
one other. Mr. Mylrea’s paper will appear at a later date in Cost 
and Management. 

On February 18th, S. Farquharson presented a paper on Indus- 
trial Research. He dealt specifically with the conditions which primar- 
ily affect costs—those of external influence, internal factors and new 
product development, having regard to manufacturing conditions in 
Canada. Mr. Farquharson is preparing a copy of his paper for 
publication. 
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HAMILTON 
Reported by R. Dawson. 





February was another eventful month in the history of the 
Hamilton Chapter, for the past month marked another innovation. 
During January the first annual smoker of the Chapter was staged 
with very gratifying results, and last month instead of the regular 
meeting on the first Thursday of the month a bowling night was 
arranged. From a point of view of numbers the affair was not par- 
ticularly encouraging, but those who did attend will not soon forget 
the good time which they enjoyed. Late in the afternoon the worst 
snowstorm of the year broke, and while it had cleared by evening this 
fast undoubtedly kept down the attendance appreciably. However, 
teams captained by Harold Wright and Ed. White competed in a four 
game series. Both teams won two games each and there is much talk 
of a rubber game later on. The close scores caused considerable excite- 
ment, and the antics of several of the members also caused much 
merriment. However, there were some remarkably fine scores with 
A. Schaefer running off with both the high single and the high triple 
scores. The holding of these social events has done much to alter the 
whole tone of the membership of the Hamilton Chapter, and it is safe 
to say they will be continued. The next proposal is to have a mixed 
bowling night, and we venture to say that when this is staged the 
attendance will be something like a record one. 

The annual meeting of the Chapter was held in the Chamber of 
Commerce rooms on February 18th, when, due to the unavoidable 
absence of both the chairman and vice-chairman, the secretary occu- 
pied the chair. The topic for the evening was “Members’ Problems,” 
and while once again the attendance was not what it might have been, 
those who did attend were awarded with some really fine and instruc- 
tive discussion. 

The problems discussed were: 

1. Wage Reductions, For and Against. The consensus of opinion 
in connection with this question was that the members present agreed 
in principle with wage reductions at this time only when accompanied 
by a corresponding decrease in hours, thus providing extra em- 
ployment. 

2. Bond Interest and Debenture Interest—Where Do They Appear 
in Costs? After a short discussion the members agreed that these 
items had no part in actual costs but were rather a direct charge 
against profits. 

3. Charges from Repair Departments. Should labor from a repair 
department carry burden when the work is chargeable to an operating 
department, to other service departments and to new construction? 
This question caused endless discussion which had to be curtailed owing 
to the late hour and to hear the result of the election for directors of 
the Chapter for next season. 

This was undoubtedly the most successful election in the history 
of the Chapter from a point of view of the interest shown. Forty- 
eight ballots were mailed to the members and thirty-five of these were 
returned. There was a keen battle for positions on the directorate and 
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the following members will comprise the directorate for next season: 
R. Dawson, A. E. Keen, H. P. Wright, A. J. Ballantyne, K. M. Horton, 
O. H. Menzel, A. Frazer, F. Moffatt and S. G. Richardson. 

The newly appointed directors will meet shortly to elect the chair- 
man, vice-chairman and secretary-treasurer. 

The next meeting of the Chapter is scheduled for Thursday, March 
3rd, when Mr. W. Bruce Riddell, of Hamilton, will address the Chapter 
on the subject, “The Planning and Building of a Modern Factory.” 
Here is a chance for cost accountants to express their views on factory 
layouts. 





CENTRAL ONTARIO 
Reported by Carl R. Dorschell. 


The February meeting of Central Ontario Chapter proved to be 
quite a success. Even the attendance showed a 40% increase over 
the previous meeting. Through the courtesy of the Cluett, Peabody 
Company of Kitchener, the meeting was held in their office on Wed- 
nesday, February 17th, at 8 o’clock. Our meetings are getting to be 
regular surprise parties, as a splendid lunch was prepared for us in 
the Company’s dining-room immediately after the meeting. This 
added hospitality was certainly unexpected, and the thanks of the 
Chapter are extended to Mr. Heimrich and Mr. Stone. 

Mr. Earnshaw presided at the meeting, and the speaker was Mr. 
A. J. Mouncey of the Norton Company of Hamilton. The subject 
was “Practical Application of the Budget,” and Mr. Mouncey handled 
it well. His talk was brief but clear and concise, and it paved the 
way to many questions which were asked by our Chapter members, 
who regained their reputation for inquisitiveness at this meeting by 
keeping the discussion going for about eighty minutes. The speaker 
explained the use of the budget as a control for sales, production, 
inventory, controllable expense, and also as a guide for executives 
in financing a business. Business conditions and methods were traced 
from the days previous to the war, when a one man boss and a book- 
keeper ran the whole business; then the advent of the automobile 
business; the war; increased production; high pressure selling; time 
studies, premiums, bonuses, etc. It was then the bookkeeper gradu- 
ated into an accountant, but as the speaker said the accountant like 
his predecessor the bookkeeper is still only a historian, a recorder of 
past facts. The modern business executive wants to know where he is 
heading in advance and not when it is too late to mend. Hence the 
need of a budget system. A number of forms and charts were used 
by the speaker to illustrate parts of his talk. 

Mr. Mouncey extended to Central Ontario Chapter the best wishes 
of Hamilton Chapter and invited our members to attend the April 
dinner meeting of Hamilton Chapter, at which Professor Jackson is 
going to speak on the “McMillan Report”. Before the close of the 
meeting votes of thanks were extended to Mr. Mouncey and to Cluett, 
Peabody and Company. Our next meeting, which happens to be our 
Annual Meeting, is to be held in Guelph on March 10th. This will 
be a dinner meeting, and the speaker is Mr. J. M. McKee of the 
International Business Machines Company of Toronto, the subject 
being “The Use of Machines in the Modern Business Office.” You 
are expected to be present. 
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WINNIPEG 
Reported by T. E. Saul, C.A. 


The fifth meeting of the 1931-32 season was held on Tuesday, 
February 16th, at the Carleton Club. The Chairman, Mr. Burley, in- 
troduced our guest speaker, Mr. H. E. Holyoak, of the Modern Laundry 
& Dye Works Co., Limited, who gave us a very interesting talk on 
“The Operations of a Present Day Laundry.” Comparing the laundry 
machinery with the automobile and the steam engine he said that the 
strides made in perfecting this had been just as great, only in a 
shorter length of time. Laundrymen maintained a Research Board 
at Poliett, Illinois, where the latest methods of cleansing were scien- 
tifically examined. The only thing that the laundryman had to sell 
was cleanliness and service, and to give some idea of the extent of the 
business in our present day, the annual turnover in the United States 
and Canada amounted to $700,000,000. In the laundry business in 
Winnipeg $502,000 was spent annually in wages, $230,000 in supplies, 
$52,000 in light, gas and guel, and $14,000 in municipal taxes, a very 
large percentage of their spending being right in the city. Approxi- 
mately 12,000 men, women and girls were empioyed in this business. 
The steam laundry idea started almost exactly one hundred years ago 
in 1831. There was a farm house on what is now 70th Street, New 
York, where a sea captain suggested to the farmer’s wife that she 
might make some extra money by doing the laundering for him and 
his erew. This developed until this concern was doing all the laundry 
for the shipping company, which is now known as the Cunard Line, 
and the suecessor to this business now has a capacity of half a million 
pieces of flat work a day, and on one occasion when a liner came in 
late it actually put through three-quarters of a million pieces of flat 
work in the twenty-four hours. Mr. Holyoak interspersed his talk 
with some humorous references to incidents which happened in his 
business, and remarked how singular it was that whenever a piece of 
goods was lost in the laundry it was invariably brand new, a wedding 
present, just recently received from the Old Country. Mr. Holyoak 
presented his subject in a very interesting manner and at its con- 
clusion was kept busy for a considerable period answering questions 
of the members, being accorded a very hearty vote of thanks by those 
present. 

A nominating committee was struck off to bring in nominations 
for directors at the next meeting of the Chapter, with Mr. Pildrem as 
convener and Messrs. Mundie, Gilbert, Hodson and the secretary as 


1embers. 





VANCOUVER 


Reported by R. V. Kirkby 





On Tuesday, February 9th, the Vancouver Chapter held its second 
uceessive dinner meeting. The idea of dinner preceding the meeting 
has proven so popular that it has been decided to carry on with this 
olicy at every meeting. The subject of the evening’s addresses was 
“Labour Distribution and Payroil Accounting,” taken by Mr. G. B. 
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Harper of the Bulman Lithographing Co., Ltd, and Mr. R. V. Kirkby, 
of the Associated Dairies Ltd. 


In his address, Mr. Harper very thoroughly covered the labour 
analysis employed in his printing operations, and on one or two occas- 
ions promoted considerable discussion on certain of his methods. 
However, Mr. Harper very ably and effectively met such criticism as 
was directed against his system. The speaker was accorded a very 
generous vote of thanks at the conclusion of his address. 


Mr. Kirkby, in his address, explained the problems and purposes 
of labour distribution in a co-operative milk producer’s organization, 
having a city retail plant, a condensed milk factory and a utility, or 
by-product plant. In speaking of'the city delivery organization of his 
company, Mr. Kirkby pointed out the methods employed for the pay- 
ing of nearly two hundred milk drivers, and emphasized the happy 
relations that his company had experienced in their negotiations with 
the employee’s labour union. 

At the meeting of March 8th, Mr. G. S. McGlashan, of the B.C. 
Sugar Refining Co., Ltd., will give an address on “Inventory Control 
and Material Distribution.” 





THE TREND OF PRODUCTION COSTS 


The Dominion Bureau of Statistics index number of commodity 


prices, with 1926 as the base period, moved down from 70.3 in Decem- 
ber, 1931, to 69.4 in January, 1932. The main groups compare as 
follows: 


Jan. Dec. Jan. 

1931 1931 1932 
Foods, beverages and tobacco 79.9 65.1 63.6 
DOGHEP GONBUMERS DOOUG  ccsesissckasssesccsscccssssvevcaseossvenss 82.9 79.9 79.8 
All consumers’ goods 81.7 74.0 73.3 
Producers’ equipment 91.5 93.0 91.1 
Building and construction materials.................008 84.0 80.0 79.5 
PEORUPACUUVOES TNREOTIOIG cies ssisssisascesssssssnsaasessnsves 64.4 61.2 60.3 
All producers’ materials 67.9 64.6 63.8 
All producers’ goods 70.3 67.4 66.5 
PD UNA NENN i.5is c con cae sss ecencecaaa\ civics teases sastaantoe’ 76.7 70.3 69.4 

The most important reductions in January were in the following: 
Fresh foreign fruits, furs, meats, poultry, fats, eggs, raw silk, woollen 
blankets, newsprint, aluminium, sulphur and paint materials. The 
most important advances were in the following: Dried fruits, silk 
thread and yarn, and coal tar products. 

The most important reductions in December were in the follow- 
ing: Grains, eggs, scrap iron, antimony, and fertilizers. The most 
important advances were in the following: Pulp wood, aluminium, 
brass, copper, coal, sulphur, dyeing and tanning materials. 
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